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Dear Applicant:

¥e have considered your application for cxemption from Federal income tax
as an organization described in sechicn 501(c¢)(6) of the Internal Revenue
Code of 1954,

The information submitted discloses that you were incorporated under the

nonprofit corporation laws of the state of HNNNNINGENE o~ .

Gectior: 1.501(c) (6)~? of Income Tax Regulation states, in parkt, as
POROSN
follows:

"A businegs league is an association of persons having some
congon Pusiness interest, the purpose of which is to promote
such common interest....It is an organization of the sane
general class as a chamber of commerce or hoard of trade., Thus,
ite activities should be directed to the improvement of husiness
conditions of one or more lines of husiness as distinguished
from the performance of particular services for individual
persons, "

Members of a business league must be Grawn from one or more lines of
husiness and the organization must improve conditions for the general
line of husiness. Restrictions placed on membership serve to define that
line of business,

Information vou submitted indicates that you have contracted with | R
. q that the retainer clients of N
I - be mambers of your corporation and the

reteiner fee will be the normal dues paid to the association.

Your bylaws define membership eligibility to be all persons, €irms,
corporaticns or ascociations, engaged in industry or business.

Currently, your nmembership consists of I members in the fellowing
categories: Construction W, trucking M, public employers W, supplies W,
distributors I, restaurantsll, hotel M, manufacturingll, and service
companies .

Your organizations's menbership comes from various lines of husiness and
g0 doas not satistv the line of businecs recuirdment.



In addition, activities must be directed to the improvement of business
conditions of one or more lines of business as distinguished from the
performance of particular services for individual persons.

Your primary purpose is to provide consulting and negotiation services in
contract negot:iations and union grievances. || ENNEGEGEE
I rovides these services on a retainer basis, and members
are charged a fee assessment of Jll per hour for representation.

Representation of member employersin contract negotiations, or in
resolving a grievance, benefits the particular employer rather than
benefiting an industry. Providing consulting services to members on a
retainer basis is a convenience or economy to members in conducting their
businesses. Secondly, this activity would generally be done by members
for themselves if not by the organization. Thirdly, each member's
contribution is in proportion to what is received. Members pay SN
per hour for the services indicating that the individual member is being
benefitted rather than the industry.

Revenue Ruling 65-164, 1965-1, C.B. 238, held that an organization
consisting of individuals, partnerships, firms and corporations in a
particular industry which had as its purpose negotiation of collective
bargaining contracts, interpretation of such contracts and adjustment of
labor disputes on an industry-wide basis qualifies under section
501(c)(6). Membership dues constitute its only source of income.

This organization can be distinguished from your organization in that
your members do not represent a particular industry and do not have a
common business interest. Secondly, your members are representéd
separately in negotiations and are separately charged on an hourly basis
for consulting services rendered, which supports the conclusion that these
activities represent particular services to individual members. The
organization described in Revenue Ruling 65-164 had representation
performed for the members on an industry-wide basis.

We have concluded that you do not qualify for exemption from Federal
income tax as an organization described in section 501(c)(6) of the
Internal Revenue Code. Accordingly, you are required to file income tax
returns on Form 1120, annually, with your District Director.

If you are in agreement with this proposed determination, we reguest that
you sign and return the enclosed agreement Form 6018. Please note the
instructions for signing on the reverse side of this form.
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If you are not in agregment with this proposed determination, we
recomiend thal vou request. a hosving with our office of Rogional Director
of Appeals. Your request For s hearing should include a written eppeal
giving the facts, lay, and any other information to support your position
as explained in the enclosed Puplication 8%2. You will then be contacted
to arranve a date [or  hearing, The hearing psy Le held at the office
of Regionr) bDirector of appeals or, if vou reguest, &b o mutually
convanient Dstrict Office. A gelli-addressed enveleope is enclosed.
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Iigtrict Director
Enclaosures:

Puhlication 892

Form U1




